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Foreword 


Increasing pressures to reduce the Federal deficit, improve the 
Government's services, and lessen the cost of administering 
Federal programs are forcing the Federal government to 
rethink the way it goes about its business. President Clinton’s 
recent announcements on “reinventing government”, includ- 
ing the launching of a National Performance Review led by the 
Vice-President, have emphasized this Administration’s commit- 
ment to improve government management and emphasize 
accountability for results. 


Financial management has become particularly critical. 
Almost all decisions you make as a manager have financial 
implications. ‘Taxpayers are demanding that their money be 
spent well and that it be fully accounted for. 


Financial management is not the exclusive domain of Chief 
Financial Officers and their subordinates. As the Chief 
Financial Officers Act of 1990 (CFOs Act) makes clear, agency 
heads and program managers are equally accountable. No less 
important are the demands of the American people for 
accountability and demonstrated results. ‘That also makes a 
dynamic partnership between program and financial managers 


especially critical. 


This brochure is intended to promote a better understanding 
of Federal financial management responsibilities and account- 
ability for performance by providing broad guidance for both. I 
hope you will find the brochure useful. I invite you to address 
any questions to the Office of Federal Financial Management, 
Office of Management and Budget. 


Philip Lader 

Deputy Director for Management 
Office of Management & Budget 
October 1993 
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The Agency Head's 


Financial Management Accountability 


The head of each department and agency is ultimately account- 
able for whatever goes on in his or her organization. However, 
considering the number and magnitude of matters in which 
agency heads and other senior managers are involved, they have 
to delegate much of their authority to, and thus rely on, others. 
The “others” rely on work done by their subordinates, who in 
turn rely on their subordinates. With so much delegation, each 
person in the chain wants to be certain that for the programs for 
which he or she is responsible, he (or she) is doing the “right 
thing”. 


This need ts particularly important when it comes to finan- 
cial management. Almost all decisions you make as a manager 
have financial implications. Hopefully you will make these 
decisions consistent with five simple themes. 


Management 
¢ In delivering programs, you seek and obtain the best posst- 
ble value from public resources. 


Information and Advice 
¢ You make decisions in light of timely, relevant, and reli- 
able financial information, analysis, and advice. 


Control 
¢ You are certain that cost-effective management controls, 
suitable to the Federal government environment, are in 
place to safeguard assets and ensure integrity. 


Accountability and Public Disclosure 
¢ You understand and report appropriately on your financial 
accountability. 


Organization and Processes 
¢ You know that your agency’s Chief Financial Officer and 
other financial management organizations and personnel, 
systems, and operations meet the agency's contemporary 
needs, and that they exist to serve the agency and provide 
whatever support is required for the agency to accomplish 


its mission. 


Agency heads and other managers expect not only apprecia- 
tion for, but adoption of these five themes. If they are adhered 
to, managers will have fulfilled one of your major responsibili- 
ties. You will be able to demonstrate your accountability for 
proper financial management. 


An Accountability Rationale 


All Federal managers are trustees of public resources. As they 
deliver Federal programs and services, they have a responsibili- 
ty to ensure that they do so with probity (acting as one ought), 
prudence (the careful and responsible management of public 
resources), and concern for effectiveness, efficiency, and econo- 
my. Financial management is an integral element of all man- 
agement, not the concern of a few specialists, although financial 
specialists do have an important role. 


The Clinton administration has begun its tenure with a 
strong emphasis on accountability, demonstrating results, and 
addressing the public’s concern that tax dollars be wisely spent. 
It is clear that strong financial management tools and processes 
are essential to this emphasis. As such concepts as performance 
measures, the National Performance Review and reinvention 
become operational, good financial management information 
and analyses to measure the results of work accomplished will 
become even more essential. 


The Department of the Treasury and the Office of 
Management and Budget (OMB) provide agencies substantial 
freedom to develop and manage financial operations within the 
bounds of broad legal and policy constraints. Thus, managers 
in Federal agencies have considerable latitude to exert authori- 
ty in financial operations. 


This vision of decentralized management will expand 
throughout government. With the benefits of new technology 
and the implementation of new financial and other manage- 
ment information systems, much of the information needed for 
decision-making and control that formerly could be found only 
at headquarters or in a central agency will be available to front- 


line managers. Thus, agency heads will delegate additional 
authority to line managers, especially with respect to decisions 
that affect services to the public. ‘This means that you and your 
fellow managers, more than ever before, must have a clear 
understanding of your financial management responsibilities 


and be accountable for performance. 


It also means that a regular, systematic review of financial 
management practices and supporting systems and services 
must be incorporated as an on-going part of management con- 
trol activities. This has been required since the Federal 
Managers’ Financtal Integrity Act (FMFIA) was enacted in 
1982. It has been emphasized in the last few years as one of the 
key components in the iniplementation of the CFOs Act. 
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Good Financial Management 


An Accountability Framework For 


Each department and agency may determine for itself what par- 
ticular financial management organization and processes are 
most appropriate for its purposes. While these must be consis- 
tent with overall government policy, they can vary from organ- 
zation to organization. The overall challenge is to ensure that 
the five previously mentioned themes exist. 


The following can be used as a framework to determine the 
existence of good financial management. ‘The framework ts on 
elaboration of the five themes for which agency heads require 
assurance. 

Management 

¢ Program delivery and major project decisions routinely 
take into account financial management considerations. 

e All long- and short-term plans and proposed initiatives 
include an appropriate presentation and analysis of finan- 
cial implications. 

e Objective reviews are made of the funding and financial man- 
agement implications of all plans and proposed initiatives. 

¢ Assets, liabilities, revenues, and expenditures are managed 
to optimize cash flows and minimize long term costs. 

Information and Advice 

e ‘Timely and reliable advice is available to managers at all lev- 
cls to support their financial management responsibilities. 

¢ Relevant and reliable financial reports are available to support 
your decision-making, accountability, and control needs. 


¢ Financial information is an integral part of program man- 
agement information systems. 


*¢ Congressional, Executive Office of the President, and 
other central management agency information require- 
ments are consistently met. 


Control 


* All legislation, regulations, policy issuances and standards 
applicable to financial management are complied with, 
and budgetary limitations are observed. 


* There is an adequate system of management controls over 
assets, liabilities, revenues, and expenditures and it takes 
into account materiality, sensitivity, and risk. 


e¢ The organization’s program structure is supported by a 
complete and reliable set ef accounting records that meet 
agency and government-wide requirements. 


Accountability and Public Disclosure 


* Persons at all levels are aware of their financial manage- 
ment responsibilities and have the training and resources 
to fulfill them. 


¢ Adequate and reliable means of monitoring and assessing 
financial management performance are in place. 


* Proper attention is given to audits, reviews, studies and 
other means of monitoring and assessing financial manage- 
ment performance. 


* Information on program operations is properly communi- 
cated to the public, the Congress, and others, through 
annua! financial statements or other means. 


Organization and Processes 
¢ Cost-effective, dependable services and systems are pro- 
vided at all levels to support sound financial management. 
e ‘The responsibility for the financial management organiza- 
tion, systems, and processes is clearly assigned and com- 


municated throughout the organization. 


¢ Competent, well-trained and motivated personnel are in place. 


Assessing Your Agency's Financial 


Management Performance 


The first step in having good financial management 
performance is to have in place a comprehensive set of stan- 
dards, as defined in the above framework. The next step is 


assessing their existence within the organization. 


l sing a model developed by the Canadian government, 
OMB has designed a self-assessment tool that incorporates this 
framework. Agency heads, Chief Financial Officers and senior 
program managers can use it to assess their organization’s finan- 


cial management. 


The self-assessment instrument can be obtained from your 
agency's Chief Financial Officer. He or she and the OMB’s 
Office of Federal Financial Management are prepared to assist in 
discussing the results of the self-assessments and suggest possi- 


ble follow-up activities. 


Note that the instrument is not intended as a “report card”. It 
is a self-assessment tool designed to point the direction toward 
continuous improvement in program management, one compo- 
nent of which ts financial management. 


Conclusion 


Having read this brochure, ask yourself: 

e What financial information do I receive and just how 
do I use it? 

e How can I be sure that my managers are applying appro- 
priate analysis techniques in decision-making? 

e Are my agency's constituents obtaining the best products 
and services in the most cost-effective way? 

e Whar is the “bottom line” — program effectiveness — for 
my agency's program? How can I determine its result? 


If you cannot answer these questions with case, seek the 
advice of your Chief Financial Officer. Determine what steps 
might be taken to strengthen the management of your agency's 


programs through better financial management. 


